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45.503 Relief from responsibility.
(a) Unless the contract or con-

tracting officer provides otherwise, the
contractor shall be relieved of property
control responsibility for Government
property by—

(1) Reasonable and proper consump-
tion of property in the performance of
the contract as determined by the
property administrator;

(2) Retention by the contractor, with
the approval of the contracting officer,
of property for which the Government
has received consideration;

(3) The authorized sale of property,
provided the proceeds are received by
or credited to the Government;

(4) Shipment from the contractor’s
plant, under Government instructions,
except when shipment is to a subcon-
tractor or other location of the con-
tractor; or

(5) A determination by the con-
tracting officer of the contractor’s li-
ability for any property that is lost,
damaged, destroyed, or consumed in
excess of that normally anticipated in
a manufacturing or processing oper-
ation, if—

(i) The determination is furnished to
the contractor in writing;

(ii) The Government is reimbursed
where required by the determination;
and

(iii) Property rendered unserviceable
by damage is properly disposed of, and
the determination is cross-referenced
to the shipping or other documents evi-
dencing disposal.

(b) Nonprofit organizations are re-
lieved of responsibility for Government
property when title to the property is
transferred to the contractor (see
35.014).

45.504 Contractor’s liability.
(a) Subject to the terms of the con-

tract and the circumstances sur-
rounding the particular case, the con-
tractor may be liable for shortages,
loss, damages, or destruction of Gov-
ernment property. The contractor may
also be liable when the use or consump-
tion of Government property unreason-
ably exceeds the allowances provided
for by the contract, the bill of mate-
rial, or other appropriate criteria.

(b) The contractor shall investigate
and report to the property adminis-

trator all cases of loss, damage, or de-
struction of Government property in
its possession or control as soon as the
facts become known or when requested
by the property administrator. A re-
port shall also be furnished when com-
pleted and accepted products or end
items are lost, damaged, or destroyed
while in the contractor’s possession or
control.

(c) The contractor shall require any
of its subcontractors possessing or con-
trolling Government property account-
able under the contract to investigate
and report all instances of loss, dam-
age, or destruction of such property.

45.505 Records and reports of Govern-
ment property.

(a) The contractor’s property control
records shall constitute the Govern-
ment’s official property records unless
an exception has been authorized. The
contractor shall establish and main-
tain adequate control records for all
Government property, including prop-
erty provided to and in the possession
or control of a subcontractor. The
property control records specified in
this section are the minimum required
by the Government. Unless the prop-
erty administrator directs otherwise,
when a subcontractor has an approved
property control system for Govern-
ment property provided under its own
prime contracts, the contractor shall
use the records created and maintained
under that system.

(b) The contractor’s property control
system shall provide financial accounts
for Government-owned property in the
contractor’s possession or control. The
system shall be subject to internal con-
trol standards and be supported by
property records for such property.

(c) Official Government property
records must identify all Government
property and provide a complete, cur-
rent, auditable record of all trans-
actions. The contractor’s system of
records maintenance shall be sufficient
to adequately control Government
property as required by this section.
The contractor’s system of records
maintenance, as a minimum, shall be
equivalent to and maintained in the
same manner as the contractor’s sys-
tem for maintaining records of con-
tractor-owned property, but need not
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